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SUB J : MOBIL AND CONOCO REACT TO PETROLEUM DEVELOPMENT ( AMENDMEFK) 
ACT 

REF: KUALA LUMPUR 2597 

1. SUMMARY. MOBIL OIL MALAYSIA HAS RELINQUISHED THEIR 
OIL EXPLORATION CONCESSION AREA IN STRAITS OF MALACCA 
(BECAUSE OF DRILLING TWO DRY HOLES AND NOT BECAUSE OF 
PETROLEUM AMENDMENT); AND MOBIL WILL NOT SEEK NEW OIL 
EXPLORATION AREAS AND WILL NOT PURSUE PENDING PROPOSAL 
FOR NEW OIL REFINERY (BECAUSE OF PETROLEUM AMENDMENT). 

MOBIL SAYS RELIABLE SOURCES HAVE TOLD THEM SHELL OIL MAY 
CHALLENGE PETROLEUM AMENDMENT ACT IN MALAYSIAN COURTS 
AS BEING UNCONSTITUTIONAL. CONOCO SUSPENDS EXPLORATION 
ACTIVITIES IN MALAYSIA. END SUMMARY. 

2. ROGER O'NEILL. MOBIL REGIONAL GENMGR, SINGAPORE AND 
LINDSAY FERGUSSON, MANAGING DIRECTOR, MOBIL MALAYSIA 
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CALLED ON AMBASSADOR MAY 15 TO DISCUSS SITUATION IN 
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LOCAL OIL INDUSTRY AND FOREIGN BUSINESS COMMUNITY AS 
RESULT OF PETROLEUM DEVELOPMENT (AMENDMENT) ACT. 

O'NEILL EXPRESSED CONSIDERABLE INTEREST IN LEGAL AS- 
PECTS OF ACT - QUESTION OF CONSTITUTIONALITY UNDER 
MALAYSIAN LAW AND POSSIBLE APPLICATION OF USG LAWS. 
AMBASSADOR MENTIONED THAT WE HAD ADVISED GOM OF POS- 
SIBLE APPLICATION OF HICKENLOOPER AND GONZALES AMEND- 
MENTS AND PROVISION OF TRADE ACT. 1974 IF MANAGEMENT 
SHARES PROVISION OF PETROLEUM AMENDMENT APPLIED TO U.S. 
COMPANY. MOBIL MAY CONTACT DEPARTMENT ON USG LEGAL 
INTERPRETATION OF ACT, ALTHOUGH O'NEILL DID NOT STATE 
SPECIFICALLY SUCH APPROACH WOULD BE MADE. 

3. O'NEILL SAID MOBIL UNDERSTOOD FROM RELIABLE SOURCES 
THAT SHELL OIL MAY CHALLENGE ACT IN MALAYSIAN COURTS 
ON CONSTITUTIONAL GROUNDS. BOTH MOBIL EXECUTIVES 
EXPRESSED OPINION THIS WOULD BE SIGNIFICANT DEPARTURE 
FROM MANNER IN WHICH SHELL NORMALLY REACTS IN SUCH 
SITUATIONS. DESCRIBED SHELL AS MOST ADEPT OF ALL 
INTERNATIONAL OIL COMPANIES IN DEALING WITH HOST GOVERN- 
MENTS AND AS MASTERS IN EMPLOYING "SOFT," NONLEGALISTIC 
APPROACH WITH KEY HOST GOVERNMENT OFFICIALS IN FINDING 
WAYS TO WORK AROUND WRITTEN LAWS AND REGULATIONS. 

4. WHEN QUERIED ON MOBIL'S PLANS, O'NEILL SAID THEY 

HAVE ALREADY RELINQUISHED THEIR OIL EXPLORATION AREA IN 
STRAITS OF MALACCA BECAUSE THEY DRILLED TWO DRY TEST 
HOLES AND GEOLOGICAL FORMATIONS WERE NOT PROMISING. 
DECISION WAS MADE PRIOR PASSAGE OF PETROLEUM DEVELOP- 
MENT (AMENDMENT) ACT. SUBSEQUENTLY, CONOCO INVITED 
MOBIL TO ENTER INTO JOINT VENTURE FOR OIL EXPLORATION 
IN CONOCO'S CONCESSION AREA OFF COAST OF PAHANG, PENIN- 
SULAR MALAYSIA IN SOUTH CHINA SEA. MOBIL HAS REFUSED 
BECAUSE OF "DARK CLOUD" HANGING OVER OIL RELATED 
INVESTMENTS IN MALAYSIA AS RESULT OF PETROLEUM AMENDMENT. 
UNDER PRESENT CIRCUMSTANCES MOBIL HAS NO RPT NO FURTHER 
INTEREST IN OIL EXPLORATION IN MALAYSIA. MOBIL ALSO 
HAS HAD PROPOSAL PENDING BEFORE PETRONAS FOR NEW OIL 
REFINERY WHICH THEY NOW WILL NOT PURSUE FOR SAME 
REASONS. 
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5. CONOCO INFORMED AMBASSADOR MAY 16 THAT THEY ARE 
SUSPENDING ALL EXPLORATION ACTIVITIES IN MALAYSIA. 

ALSO SAID RAJA MOHAR, PRINCIPAL ECONOMIC ADVISOR TO 
PM. HAS ASKED THEM TO PREPARE PAPER RE EFFECTS OF 
PETROLEUM AMENDMENT ON OVERALL INVESTMENT CLIMATE IN 
MALAYSIA, PARTICULARLY AS IT RELATES TO PETROLEUM 
INDUSTRY. 
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6. COMMENT. REQUEST BY RAJA MOHAR SUBSTANTIATE OTHER 
INFORMATION WE HAVE RECEIVED RECENTLY THAT KEY GOM 
ECONOMIC ADVISORS OUTSIDE PETRONAS MAY BE OVERCOMING 
EARLIER RELUCTANCE AND NOW PRESENTING THEIR VIEWS AND 
CONCERNS ON ACT MORE FORCEFULLY TO PM. OUR ASSESSMENT 
IS THAT SUCH REPRESENTATIONS WILL NOT PRODUCE ANY 
MAJOR CHANGES IN GOM PLANS TO CONTROL OIL INDUSTRY 
BUT MIGHT RESULT IN SOME MODERATION AND FINESSE IN WAY 
ACT IS ADMINISTERED WITH RESPECT TO INDIVIDUAL COMPANIES 
UNDERHILL 
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